Wm.t.y'T^.A 

i'.'/''~TV*r».<),*'.  . 

^L^^ 

_  -      .,    ,                  f 'n\7 :; 

i'        >',  \. 

><>^H 

m 

rb 

J{9_ 

^^^^Sh.( 

v^Slj^fii  afe  gVp'^BB  BftgiMMM 

'v^gm 

|\  ^^^^^^^M^^^^^^^ 

'if/j^S^ 

""==^^3 

1     ^v^j?*^^^^eS[!^^^^^^,« 

mSL  ^^ 

^^ 

^^^^^^**j^J^ 

,^«s»-<— 

-^^^j^^^ 

&- 

-P 

4- 

HOUSE  No.  2865 


Ci)e  Commontoealtl)  of  s@as$acbusett0 


FIFTH  INTERIM  EEPORT 


SPECIAL  COMMISSION  ON  TAXATION 

RELATIVE   TO 

CEETAIN  EECOMMENDED  CHANGES  IN  THE 
INCOME  TAX  LAW 


May,   1954 


BOSTON 

WRIGHT  &  POTTER  PRINTING  CO.,  LEGISLATIVE  PRINTERS 

32  DERNE  STREET 

1954 


Digitized  by  the  Internet  Archive 

in  2011  with  funding  from 

Boston  Public  Library 


http://www.archive.org/details/reportofspecialc005mass 


Cl)e  Commontoealtb  of  90n^iiatbmtttd 


FIFTH    INTERIM    REPORT    OF    THE    SPECIAL 
COMMISSION  ON  TAXATION. 


The  State  Tax  Commission  has  submitted  to  this  Com- 
mission for  its  analysis  and  appraisal  two  proposals  for 
changes  in  administrative  provisions  relating  to  the  per- 
sonal income  tax  imposed  under  chapter  62  of  the  General 
Laws.  This  Commission  is  of  the  opinion  that  the  sug- 
gested changes,  if  adopted,  will  improve  the  administration 
of  the  personal  income  tax,  and  should  be  enacted  into 
law.  There  is  no  substantial  reason  why  legislative  action 
should  be  delayed  beyond  the  present  session  of  the  Gen- 
eral Court,  and  thus  the  attached  bill  is  submitted  here- 
with for  consideration  during  the  current  session. 

1.     Joint  Returns. 

There  are  no  provisions  in  chapter  62  for  the  filing  of 
joint  returns  by  husband  and  wife.  The  State  Tax  Com- 
mission proposes  that  such  returns  be  made  optional. 
This  would  be  an  administrative  convenience  for  the 
Department  to  the  extent  that  taxpayers  would  avail 
themselves  of  the  joint  return  option,  since  there  would 
be  a  reduction  in  the  number  of  returns  filed  and  pro- 
cessed. In  many  cases  a  wife  will  file  a  separate  return 
showing  a  nominal  tax  due  on  account  of  dividends,  in- 
terest or  capital  gains.  Often  the  tax  is  so  small  that  it 
does  not  cover  the  cost  involved  in  processing  the  return. 
There  would  also  be  a  diminution  in  the  amount  of  cross- 
checking necessary  to  determine  whether  there  has  been 
a  duplication  of  exemptions  and  deductions  where  hus- 
bands and  wives  file  separate  returns. 
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From  the  taxpayer's  standpoint,  the  optional  joint  re- 
turn would  mean  one  return  instead  of  two  for  those 
taking  advantage  of  the  option.  The  liability  of  the 
individual  spouse  would  not  be  increased,  since  the  bill 
specifically  provides  that  ''each  spouse  shall  be  liable  for 
so  much  of  the  combined  tax  liability  as  he  or  she  would 
have  been  liable  for  in  the  event  a  separate  return  had 
been  filed." 

Since  the  Massachusetts  income  tax  does  not  have  rates 
which  are  graduated  according  to  the  amount  of  income, 
there  is  no  disadvantage  to  the  taxpayer  in  combining  the 
two  incomes.  In  a  few  cases  there  would  be  a  tax  advan- 
tage for  the  joint  return,  since  a  net  loss  from  security 
transactions  of  one  spouse  might  be  used  to  offset,  to  the 
extent  of  the  loss,  a  net  gain  of  the  other  spouse.  Such 
cases  are  not  likely  to  be  large  in  number,  and  the  esti- 
mated revenue  loss  is  extremely  small.  It  would  be  more 
than  offset  by  the  advantages  of  optional  joint  returns. 

2.     Extensions  of  Time. 

Section  29  of  chapter  62  allows  the  Commissioner  to 
extend  the  time  for  filing  a  return  in  case  of  ''sickness, 
absence  or  other  disability."  Under  section  5  of  chapter 
246  of  the  Acts  of  1953,  extending  the  April  15th  fihng 
date  for  a  two-year  period,  there  were  relief  provisions 
for  extensions  of  time  for  payment  of  the  tax  in  certain 
hardship  cases.  Chapter  70  of  the  Acts  of  1954  repealed 
section  5  of  chapter  246  of  the  Acts  of  1953,  and  estab- 
lished April  15  as  the  due  date  for  personal  income  tax 
returns  on  a  permanent  basis.  However,  no  provisions 
for  relief  in  hardship  cases  with  respect  to  extensions  of 
time  were  contained  in  the  later  legislation.  It  is  believed 
that  some  specific  authority  should  be  given  to  the  Com- 
missioner to  extend  the  time  for  payment,  and  to  waive 
interest  thereon,  in  cases  where  the  circumstances  warrant 
relief. 

The  Commission,  therefore,  recommends  that  the  per- 
sonal income  tax  law  should  be  amended  to  provide  for  the 
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optional  filing  of  a  joint  return  by  husband  and  wife,  and, 
further,  to  provide  for  extensions  of  time  for  payment  of 
the  tax  in  hardship  cases,  substantially  in  the  form  of  the 
legislation  attached  hereto. 

Respectfully  submitted, 

HOLLIS  M.   GOTT,    Chairman. 
RALPH  C.   MAHAR,  Vice-Chair  man. 
WILLIAM  D.  FLEMING. 
CHARLES  V.  HOGAN. 
FRED  I.  LAMSON. 
SIDNEY  Q.  CURTISS. 
STEPHEN  L.   FRENCH. 
ARTHUR  U.  MAHAN. 

MICHAEL  J.  McCarthy. 

H.  EDWARD  SNOW. 
JOHN  F.  THOMPSON. 
THEODORE  J.  VAITSES. 
ROBERT  T.  CARELESS. 
NORMAN  MacDONALD. 
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PROPOSED  LEGISLATION 
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In  the  Year  One  Thousand  Nine  Hundred  and  Fifty-Four. 


An  Act  providing  for  the  filing  of  joint  returns 
and  for  the  extension  of  time  for  filing  of  re- 
turns and  payment  of  tax  under  the  personal 
income  tax  law. 

1  Whereas,   The  deferred  operation  of  this  act  would 

2  tend  to  defeat  its  purpose,  which  is  to  provide  for  the 

3  filing  of  joint  returns  by  husband  and  wife  and  for  the 

4  expansion  of  the  permission  to  the  Commissioner  of 

5  Corporations  and  Taxation  to  grant  extensions  of  time 

6  for  filing  tax  returns  and  payments  of  taxes,  therefore 

7  it  is  hereby  declared  to  be  an  emergency  law,  necessary 

8  for  the  immediate  preservation  of  the  public  health 

9  and  convenience. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives 
in  General  Court  assembled,  and  by  the  authority  of  the 
same,  as  follows: 

1  Section  1.    Section  22  of  chapter  62  of  the  Gen- 

2  eral  Laws,  as  most  recently  amended  by  section  2  of 

3  chapter  486  of  the  acts  of  1939,  is  hereby  further 

4  amended  by  adding  at  the  end  the  following  para- 

5  graph :  — 

6  Where  a  husband  and  wife  were  at  the  close  of  the 

7  preceding  calendar  year  married  and  not  separated  by 

8  a  decree  of  divorce  or  separate  maintenance,  either 

9  may  join  with  his  or  her  spouse  in  filing  a  return  in 

10  which  the  aggregate  income  of  both  spouses  is  included. 

11  Such  a  return  shall  be  known  as  a  joint  return,  and 

12  each  spouse  shall  be  liable  for  so  much  of  the  com- 
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13  bined  tax  liability  as  he  or  she  would  have  been  liable 

14  for  in  the  event  a  separate  return  had  been  filed. 

1  Section  2.     Said   chapter    62   is   hereby   further 

2  amended  by  striking  out  section  29,  as  appearing  in 

3  the    Tercentenary    Edition,    and    inserting  in  place 

4  thereof  the  following  section :  — 

5  Section  29.    For  due  cause  the  conunissioner  may 

6  grant  an  extension  of  time  for  filing  any  return  re- 

7  quired  by  this  chapter,  but  in  no  event  shall  the  addi- 

8  tional  time  exceed  six  months.    In  the  event  that  it 

9  is  established  to  the  satisfaction  of  the  commissioner 

10  that  payment  of  the  tax  at  the  time  prescribed  by  law 

11  would  work  an  undue  hardship,  he  may  grant  what- 

12  ever  additional  time  he  deems  appropriate  for  paying 

13  the  tax.    In  the  event  additional  time  for  paying  the 

14  tax  is  granted,  the  conmiissioner  in  his  discretion  may 

15  abate,  in  whole  or  in  part,  the  interest  occasioned  by 

16  such  delayed  payment. 

1  Section  3.     This  act  shall  take  effect  upon  its 

2  passage. 


